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WARNING 
 
This material has been reproduced and communicated to you by or on behalf of Charles Darwin 
University in accordance with section 113P of the Copyright Act 1968 (Act). 
The material in this communication may be subject to copyright under the Act.  
Any further reproduction or communication of this material by you may be the subject of copyright 
protection under the Act. 
 
 
Do not remove this notice 
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ACT202 – Management Accounting 
DURATION 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
Complete requirements for both Parts A and B 
Show your calculations clearly 
 
EXAM CONDITIONS 
You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Any hard copy, unannotated English dictionary is permitted 
 
ADDITIONAL AUTHORISED MATERIALS EXAMINATION MATERIALS TO BE SUPPLIED 
 




1 x 16 Page Book 
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Section A 
Short Answer Questions 
Section B 
Problem Solving Questions 
Total No of Marks for this section:  61 
This section should be answered in the Answer Booklet provided. 
Marks for each question are indicated.   
 
 
Q. 1 (15 marks) 
Darwin Nursery manufactures and sells pots. Currently, 250 000 units are sold per year at $3.20 
per unit. Fixed costs are $190 000 per year. Variable costs are $1.30 per unit. 
Required 
 
a. What is the current annual profit? (1 mark) 
b. What is the present break-even point in revenues? (3 marks) 
 
Calculate the new profit for each of the following changes: 
c. a $0.30 per unit increase in variable costs (1 marks) 
d. a 7% increase in fixed costs and a 7% increase in units sold (3 marks) 
e. a 12% decrease in fixed costs, a 12% decrease in selling price, a 12% decrease in variable cost 
per unit and a 30% increase in units sold (4 marks) 
 
Calculate the new break-even point in units for each of the following changes: 
f. a 10% increase in fixed costs (1 marks) 
g. a 10% increase in selling price and a $20 000 increase in fixed costs (2 marks) 
 
Q. 2 (12 marks) 
Four Seasons Company makes snow blowers. Materials are added at the beginning of the 
process and conversion costs are uniformly incurred. At the beginning of September, work-in-
process is 40% complete and at the end of the month it is 60% complete. Other data for the 
month include:  
 
Beginning work-in-process inventory  1600 units 
Units started  2000 units 
Units placed in finished goods  3200 units 
  
Manufacturing OH Costs  $80 000 
Cost of direct labour  $120,000 
Cost of direct materials  $260 000 
Beginning work-in-process costs:   
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Materials  $154 000 





a. Complete the attached Production Cost Report for the month of September using the above 
information. Calculations rounded to three (3) decimal places. (10 marks) 
b. Prepare journal entries to record transferring of materials to processing and from processing to 




Q. 3 (12 marks) 
Barnes Corporation manufactures two models of office chairs, a standard and a deluxe model. The 
following activity and cost information has been compiled: 
 
 Number of Number of Number of 
Product Set-ups Components Direct Labour Hours 
Standard 22 8 500 
Deluxe 28 12 300 
 




a) Assume a traditional costing system applies the $90 000 of overhead costs based on direct 
labour hours. What is the total amount of overhead costs assigned to the standard model?  
(2 marks) 
 
b) Assume a traditional costing system applies the $90 000 of overhead costs based on direct 
labour hours. What is the total amount of overhead costs assigned to the deluxe model?  
(1 mark) 
 
Number of set-ups and number of components are identified as activity-cost drivers for overheads.  
 
c) Assuming an activity-based costing system is used, what is the total amount of overhead costs 
assigned to the standard model? (3 marks) 
 
d) Assuming an activity-based costing system is used, what is the total amount of overhead costs 
assigned to the deluxe model? (3 marks) 
 
e) Comment on your findings from a) to d) (3 marks) 
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Q. 4 (8 marks) 
Cootamundra Industries (CI), developed standard costs for direct material and direct labour. In 
2018, CI estimated the following standard costs for one of their major products, the 30-litre 
heavy-duty plastic container. 
 
  Budgeted quantity Budgeted price 
  Direct materials 0.20 kg   $26 per kg 
  Direct labour 0.10 hours   $14 per hour 
 
During July, CI produced and sold 10 000 containers using 2200 kg of direct materials at an 
average cost per kg of $24 and 1050 direct manufacturing labour hours at an average wage of 




a) July's direct material price variance (2 marks) 
b) July's direct material efficiency variance (2 marks) 
c) July's direct manufacturing labour price variance (2 marks) 
d) July's direct manufacturing labour efficiency variance (2 mark) 
 
Note: Denote the variances as favourable (F) or unfavourable (U), as the case may be.  
 
 
Q. 5 (14 marks) 
Wollongong Equipment uses a flexible budget for its indirect manufacturing costs. For 2018, 
the company anticipated that it would produce 18 000 units with 3500 machine-hours and 
7200 employee days. The expected costs and cost drivers are: 
 
  Fixed Variable Cost driver 
 Product handling $30 000 $0.40  per unit 
 Inspection 8000 8.00  per 100 unit batch 
 Utilities 400 4.00  per 100 unit batch 
 Maintenance 1000 0.20  per machine-hour 
 Supplies  5.00  per employee day 
 
During the year, the company processed 20 000 units, worked 7500 employee days, and had 
4000 machine-hours. The actual costs for 2018 were:  
 
  Actual costs 
 Product handling $36 000 
 Inspection 9000 
 Utilities 1600 
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 Maintenance 1200 
 Supplies 37 500 
 
 Required: 
 a. Prepare the static budget using the overhead items above and then calculate the static-budget 
variances. (6 marks) 
 b. Prepare the flexible budget using the overhead items above and then calculate the flexible-
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Four Seasons Company 
Production Cost Report 
For the month of September  
 
Quantities Physical Units 
Work in process, Sept 1  
Started into production  
Total Units  
  Equivalent Units 
Units Accounted for  Materials Conversion Costs 
Transferred Out    
Work in process, Sept 
30 
   
Total /Equivalent Units    
     
Costs:     
  Materials Conversion Costs Total 
Work in process, Sept 1     
Costs incurred in Sept     
Total Costs     
     
Total /Equivalent Units     
Unit Costs     
     
Costs to be accounted 
for 
    
Transferred Out     
Work in process, Sept 
30 
    
Total Costs     
 
 
 
 
 
